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NOLTE, CORNMAN & JOHNSON P.C.
Certified Public Accountants
(a professional corporation)
117 West 3rd Street North, Newton, Iowa 50208-3040
Telephone (641) 792-1910

INDEPENDENT AUDITOR'S REPORT

To the Board of Education of the
Denison Community School District:

We have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major fund
and the aggregate remaining fund information of Denison Community School
District, Denison, Iowa, as of and for the year ended June 30, 2008,
which collectively comprise the District’s basic financial statements
listed in the table of contents. These financial statements are the
responsibility of District officials. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted
auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
presentation. We believe our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position of
the governmental activities, the business type activities, each major
fund and the aggregate remaining fund information of Denison Community
School District at June 30, 2008, and the respective changes in
financial position and cash flows, where applicable, for the year then
ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also
issued our report dated January 19, 2009 on our consideration of Denison
Community School District’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our
audit.

Management’s Discussion and Analysis and budgetary comparison
information on pages 4 through 12 and 36 through 37 are not required
parts of the basic financial statements, but are supplementary
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information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and
presentation of the regquired supplementary information. We did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on
the financial statements that collectively comprise Denison Community
School District’s basic financial statements. We previously audited the
financial statements for the previous three years ended June 30, 2007
while another auditor previously audited the financial statements for
the year ended June 30, 2004, (none of which are presented herein) in
accordance with the standards referred to in the second paragraph of
this report, and unqualified opinions were expressed on those financial
statements. The supplemental information included in Schedules 1
through 8, including the Schedule of Expenditures of Federal Awards
required by U.S. Office of Management and Budget (OMB) Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part
of the basic financial statements. Such information has been subjected
to the auditing procedures applied in our audit of the basic financial
statements and, in our opinion, 1s fairly stated, in all material
respects, in relation to the basic financial statements taken as a

whole.
, \ (
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NOLTE, CORNMAN & JOHNSON, P.C.

January 19, 2009



MANAGEMENT’S DISCUSSION AND ANALYSIS

The Denison Community School District provides the Management’s Discussion and Analysis
of its financial statements. This narrative overview and analysis of the financial activities is for
the fiscal year ended June 30, 2008. We encourage readers to consider this information in
conjunction with the District’s financial statements, which follow.

2008 FINANCIAL HIGHLIGHTS

General Fund revenues increased from $15,676,654 in fiscal 2007 to $16,567,580 in fiscal
2008, while General Fund expenditures increased from $15,076,901 in fiscal 2007 to
$16,642,447 in fiscal 2008. This resulted in an increase in the District’s General Fund
balance from $1,375,652 in fiscal 2007 to a balance of $1,385,748 in fiscal 2007, which is less
than a 1% increase from the prior year.

The increase in General Fund revenues was attributable to increases in state and local
sources in fiscal 2008. The increase in expenditures was due primarily to increases in
negotiated salaries and benefits as well as increases in expenditures funded by grants received
by the District.

Since the end of fiscal year 2005, the District’s General Fund carryover balance has

increased from $319,667 to $1,385,748 as of the end of fiscal year 2008.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis introduces the basic financial statements and
provides an analytical overview of the District’s financial activities.

The Government-wide Financial Statements consist of a Statement of Net Assets and a
Statement of Activities. These provide information about the activities of Denison
Community School District as a whole and present an overall view of the District’s finances.

The Fund Financial Statements tell how governmental services were financed in the short
term as well as what remains for future spending. Fund financial statements report
Denison Community School District’s operations in more detail than the government-wide
statements by providing information about the most significant funds. The remaining
statements provide financial information about activities for which Denison Community
School District acts solely as an agent or custodial for the benefit of those outside of School
District.

Notes to the financial statements provide additional information essential to a full
understanding of the data provided in the basic financial statements.




Required Supplementary Information further explains and supports the financial
statements with a comparison of the District’s budget for the year.

Other Supplementary Information provides detailed information about the nonmajor funds.
In addition, the Schedule of Expenditures of Federal Awards provides detail of various
programs benefiting the District.

Figure A-1 shows how the various parts of this annual report are arranged and relate to one
another.

Figure A-1
Denison Community School District Annual Financial Report

Management's . . Required
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Figure A-2 summarizes the major features of the District’s financial statements, including the
portion of the District’s activities they cover and the types of information they contain.

Figure A-2

Major Features of the Government-Wide and Fund Financial Statements

Government-wide
Statements

Fund Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope

Entire district (except
fiduciary funds)

The activities of the
district that are not
proprietary or
fiduciary, such as
special education
and building
maintenance

Activities the district
operates similar to
private businesses,
e.g.,

food service

Instances in which
the district
administers
resources on behalf
of someone else,
such as scholarship
programs and
student activities
monies

Required financial
statements

e Statement of net
assets

o Statement of
activities

e Balance sheet

s Statement of
revenues,
expenditures, and
changes in fund
balances

¢ Statement of
revenues, expenses
and changes in net
assets

s Statement of cash
flows

e Statement of
fiduciary net assets

¢ Statement of
changes in fiduciary
net assets

Accounting basis
and measurement
focus

Accrual accounting
and economic
resources focus

Modified accrual
accounting and
current financial
resources focus

Accrual accounting
and economic
resources focus

Accrual accounting
and economic
resources focus

Type of asset/
lability information

All assets and
liabilities, both
financial and capital,
short-term and long-
term

Generally assets
expected to be used
up and liabilities that
come due during the
year or soon
thereafter; no capital
assets or long-term
liabilities included

All assets and
liabilities, both
financial and capital,
and short-term and
long-term

All assets and
labilities, both short-
term and long-term;
funds do not
currently contain
capital assets,
although they can

Type of inflow/
outflow information

All revenues and
expenses during
year, regardless of
when cash is
received or paid

Revenues for which
cash is received
during or soon after
the end of the year;
expenditures when
goods or services
have been received
and the related
liability is due during
the year or soon
thereafter

All revenues and
expenses during the
year, regardless of
when cash is
received or paid

All additions and
deductions during
the year, regardless
of when cash is
received or paid

REPORTING THE DISTRICT’S FINANCIAL ACTIVITIES

Government-wide Financial Statements

The government-wide financial statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The Statement of Net
Assets includes all of the District’s assets and liabilities. All of the current year’s revenues and
expenses are accounted for in the Statement of Activities, regardless of when cash is received or
paid.




The two government-wide financial statements report the District’s net assets and how they have
changed. Net assets — the difference between the District’s assets and liabilities — are one way to
measure the District’s financial health or position. Over time, increases or decreases in the
District’s net assets are an indicator of whether financial position is improving or deteriorating.
To assess the District’s overall health, additional non-financial factors, such as changes in the
District’s property tax base and the condition of school buildings and other facilities, need to be
considered.

In the government-wide financial statements, the District’s activities are divided into two
categories:

e Governmental activities: Most of the District’s basic services are included here, such as regular
and special education, transportation and administration. Property tax and state aid finance
most of these activities.

e Business-type activities: The District charges fees to help cover the costs of certain services it
provides. The District’s school nutrition program is included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds,
focusing on its most significant or “major” funds — not the District as a whole. Funds are
accounting devices the District uses to keep track of specific sources of funding and spending on
particular programs.

Some funds are required by state law and by bond covenants. The District establishes other
funds to control and manage money for particular purposes, such as accounting for student
activity funds or to show that it is properly using certain revenues such as federal grants.

The District has three kinds of funds:

1) Governmental funds: Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted
to cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental fund statements provide a detailed short-term view that helps
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District’s programs.

The District’s governmental funds include the General Fund, Special Revenue Funds,
Capital Projects Fund and Debt Service.

The required financial statements for the governmental funds include a balance sheet and
a statement of revenues, expenditures and changes in fund balances.

2) Proprietary funds: Services for which the District charges a fee are generally reported in
proprietary funds. Proprietary funds are reported in the same way as the government-wide
financial statements. The District's enterprise funds, one type of proprietary fund, are the
same as its business-type activities, but provide more detail and additional information, such
as cash flows. The District currently has one Enterprise Fund, the School Nutrition Fund.

The required financial statements for the proprietary funds include a statement of net assets,
a statement of revenues, expenses and changes in net assets and a statement of cash flows.

3) Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to others.
These funds include Private-Purpose Trust and Agency funds.
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e Private-Purpose Trust Fund - The District accounts for outside donations for
scholarships for individual students in this fund.

e Agency Fund - These are funds for which the District administers and accounts for
certain federal and/or state grants on behalf of other Districts and certain revenue
collected for District employee purchases of pop and related expenditures. Another
example is the lowa Academic Decathlon.

The District is responsible for ensuring that the assets reported in the fiduciary funds are
used only for their intended purposes and by those to whom the assets belong. The District
excludes these activities from the District-wide financial statements because it cannot use these
assets to finance its operations.

The required financial statements for fiduciary funds include a statement of fiduciary net
assets and a statement of changes in fiduciary net assets.

Reconciliations between the government-wide financial statements and the fund financial
statements follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Figure A-3 below provides a summary of the District’s net assets at June 30, 2008
compared to June 30, 2007.

Figure A-3
Condensed Statement of Net Assets
Governmental Business-type Total Total
Activities Activities District Change
June 30, June 30, June 30, June 30,
2008 2007 2008 2007 2008 2007 2007-08
Current and other assets $ 10,485,146 14,558,726 131,646 195,922 10,616,792 14,754,648 -28.04%
Capital assets 16,739,940 13,365,516 230,083 183,903 16,970,023 13,549,419 25.25%
Total assets 27,225,086 27,924,242 361,729 379,825 27,586,815 28,304,067 -2.53%
Long-term obligations 8,185,064 8,739,303 0 0 8,185,004 8,739,303 -6.34%
Other liabilities 6,607,510 7,428,560 13,368 19,453 6,620,878 7,448,013  -11.11%
Total liabilities 14,792,574 16,167,863 13,368 19,453 14,805,942 16,187,316 -8.53%
Net assets:
[nvested in capital assets,
net of related debt 8,760,784 7,892,369 230,083 183,903 8,990,867 8,076,272 11.32%
Restricted 2,090,893 2,295,881 0 0 2,090,893 2,295,881 -8.93%
Unrestricted 1,580,835 1,568,129 118,278 176,469 1,699,113 1,744,598 -2.61%
Total net assets § 12,432,512 11,756,379 348,361 360,372 12,780,873 12,116,751 5.48%

The District’s combined net assets increased by 5.48%, or $664,122, over the prior year. The
largest portion of the District’s net assets is the invested in capital assets, net of related debt.
The debt related to the investment in capital assets is liquidated with sources other than
capital assets.

Restricted net assets represent resources that are subject to external restrictions,
constitutional provisions or enabling legislation on how they can be used. The District’s
restricted net assets decreased 8.93%, or $204,988, over the prior year.




Unrestricted net assets — the part of net assets that can be used to finance day-to-day
operations without constraints established by debt covenants, enabling legislation or other
legal requirements — decreased $45,485, or 2.61%.

Figure A-4 shows the changes in net assets for the year ended June 30, 2008 compared to
the year ended June 30, 2007.

Figure A-4
Changes of Net Assets
Governmental Business-type Total Total
Activities Activities School District Change
2008 2007 2008 2007 2008 2007 2007-08
Revenues:
Program revenues:
Charges for services $ 1,558,622 1,682,824 331,081 326,787 1,889,703 2,009,611 -3.97%
Operating grants and contributions and
restricted interest 2,622,115 2,390,780 669,499 599,462 3,291,614 2,990,242 10.08%
Capital grants and contributions and
restricted interest 157,500 453,681 0 0 157,500 453,681  -65.28%
General revenues:
Local tax 3,936,380 3,938,652 0 0 3,936,380 3,938,652 -0.06%
Local option sales and services tax 1,023,786 1,061,711 0 0 1,023,786 1,061,711 -3.57%
Unrestricted state grants 9,080,850 8,700,581 0 0 9,080,850 8,700,581 437%
Other 553,027 688,880 3,477 8,872 556,504 697,752 -20.24%
Transfers (29,572) 0 29,572 0 0 0 0.00%
Total revenues 18,902,708 18,917,109 1,033,629 935,121 19,936,337 19,852,230 0.42%
Program expenses:
Governmental activities:
Instructional 11,212,002 10,451,550 0 0 11,212,002 10,451,550 7.28%
Support services 5,196,093 4,605,652 0 0 5,196,093 4,605,652 12.82%
Non-instructional programs 0 0 1,045,640 956,614 1,045,640 956,614 9.31%
Other expenses 1,818,480 1,213,181 0 0 1,818,480 1,213,181 49.89%
Total expenses 18,226,575 16,270,383 1,045,640 956,614 19,272215 17,226,997 11.87%
Changes in net assets 676,133 2,646,726  (12,011) (21,493) 664,122 2,625,233  -74.70%
Beginning net assets 11,756,379 9,109,653 360,372 381,865 12,116,751 9,491,518  27.66%
Ending net assets $ 12,432,512 11,756,379 348361 360,372 12,780,873 12,116,751 5.48%

In fiscal 2008, local tax and unrestricted state grants account for 74.28% of the revenue from
governmental activities while charges for service and sales and operating grants and
contributions account for 96.80% of the revenue from business type activities.

The District’s total revenues were approximately $19.94 million of which $18.90 million was for
governmental activities and slightly less than $1.04 million was for business type activities.

As shown in Figure A-4, the District as a whole experienced a 0.42% increase in revenues and
a 11.87% increase in expenses. Unrestricted state grants increased $380,269 to fund
increases in expenditures. The increase in expenses related to increases in the negotiated
salary and benefits as well as increases in expenses funded by grants received by the District.




Governmental Activities
Revenues for governmental activities were $18,902,708 and expenses were $18,226,575.

The following table presents the total and net cost of the District’s major governmental activities:
instruction, support services and other expenses.

Figure A-5
Total and Net Cost of Governmental Activities
Total Cost of Services Net Cost of Services

Change Change

2008 2007 2007-08 2008 2007 2007-08
Instruction $ 11,212,002 10,451,550 7.28% 7,709,661 7,036,491 9.57%
Support services 5,196,093 4,605,652 12.82% 5,150,516 4,547,470 13.26%
Other expenses 1,818,480 1,213,181 49.89% 1,028,161 159,137 546.09%
Totals $ 18226575 16,270,383 12.02% 13,888,338 11,743,098 18.27%

e The cost financed by users of the District’s programs was $1,558,622.

e Federal and state governments subsidized certain programs with grants and contributions
totaling $2,779,615.

e The net cost of governmental activities was financed with $3,936,380 in local tax, $1,023,786
in local option sales and service tax, $9,080,850 in state grants and $271,177 in interest
income,.

Business-Type Activities

Revenues of the District’s business-type activity were $1,033,629 and expenses were $1,045,640.
The District’s business-type activity is the School Nutrition Fund. Revenues of these activities
were comprised of charges for service, federal and state reimbursements.

INDIVIDUAL FUND ANALYSIS

As previously noted, the Denison Community School District uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

The financial performance of the District as a whole is reflected in its governmental funds as well.
As the District completed the year, its governmental funds reported combined fund balances of
$3,563,863, below last year’s énding fund balances of $6,821,675. However, the primary reason
for the decrease in combined fund balances is because of costs associated with finishing
construction of the new Denison middle school.

Governmental Fund Highlights

¢ The District’s General Fund financial position is the product of many factors. Growth during
the year in state and federal source revenues resulted in an increase in revenues. The
increase in salaries and benefits is one of the reasons for the increase in expenditures. The
increase in revenues was enough to offset the increase in expenditures; the net result was an
increase in fund balance from $1,375,652 in fiscal 2007 to $1,385,748 in fiscal 2008.

e The Capital Projects fund balance overall decreased from $4,243,218 in fiscal 2007 to
$1,013,719 in fiscal 2008. The decrease in fund balance for this fund is the result of paying
for construction for the new middle school building and the beginning of the elementary
remodeling project.
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Proprietary Fund Highlights

The School Nutrition Fund’s increase in revenues was not enough to offset the continued
increase in food costs, and salaries and benefits. Overall, net assets decreased from $360,372
at June 30, 2007 to $348,361 at June 30, 2008, representing a decrease of 3.33%.

BUDGETARY HIGHLIGHTS

The District’s revenues were $170,136 more than budgeted revenues, a variance of less
than 1%. The most significant variances resulted from the District receiving more in intermediate
and federal sources than originally anticipated.

Initially, total expenditures were less than budgeted, due primarily to the District’s budget
for the General Fund. It is the District’s practice to budget expenditures at the maximum
authorized spending authority for the General Fund. The District then manages or controls
General Fund spending through its line-item budget. As a result, the District’s certified budget
should always exceed actual expenditures for the year. During the year ended June 30, 2008,
expenditures in the support services and other expenditures functions exceeded budgeted
amounts.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2008, the District had invested $16,970,023, net of accumulated depreciation, in a
broad range of capital assets, including land, buildings, athletic facilities and transportation
equipment. (See Figure A-6) This amount represents a net increase of 25.25% from last year.
More detailed information about capital assets is available in Note 5 to the financial statements.
Depreciation expense for the year was $650,767.

The original cost of the District’s capital assets was $23,072,391. Governmental funds account
for $22,677,854 with the remainder of $394,537 in the Proprietary, School Nutrition Fund.

The largest percentage change in capital asset activity during the year occurred in the buildings
category. The District’s buildings totaled $5,261,693 at June 30, 2007 as compared to
$14,662,027 at June 30, 2008. This increase is due completion of the new middle school located
next to the existing high school.

Figure A-6
Capital Assets, Net of Depreciation
Governmental Business-type Total Total
Activities Activities District Change
June 30, June 30, June 30, June 30,
2008 2007 2008 2007 2008 2007 2007-08
Land $ 183,780 183,780 0 0 183,780 183,780 0.00%
Construction in progress 561,939 6,868,502 0 0 561,939 6,868,502 -91.82%
Buildings 14,662,027 5,261,693 0 0 14,662,027 5,261,693 178.66%
Land improvements 617,343 598,381 0 0 617,343 598,381 3.17%
Machinery and equipment 714,851 453,160 230,083 183,903 944,934 637,063 48.33%
Total $ 16,739,940 13,365,516 230,083 183,903 16,970,023 13,549,419  25.25%

Long-Term Debt

At June 30, 2008, the District had $8,185,064 in general obligation, revenue, and other long-term
debt outstanding. (See Figure A-7) More detailed information about the District’s long-term
liabilities is available in Note 6 to the financial statements.
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Figure A-7
Qutstanding Long-Term Obligations

Total Total

School District Change

June 30, June 30,

2008 2007 2007-08
General obligation bonds 4,670,000 4,840,000 -3.5%
Revenue bonds 3,230,000 3,700,000 -12.7%
Computer lease 79,156 0 100.0%
Early retirement 205,908 199,303 3.3%
Total $ 8,185,064 8,739,303 -6.3%

ECONOMIC FACTORS BEARING ON THE DISTRICT’S FUTURE

At the time these financial statements were prepared and audited, the District was aware of
existing circumstances that could affect its financial health in the future:

e For the District’s certified enrollment on October 2007, a decline of 0.1 students on line 1
was experienced. Stabilization of enrollment in the upcoming years will be necessary to
help maintain the District’s financial health.

¢ Construction of the new middle school was completed during fiscal year 2008. During the
year, the District started a remodeling project for the Broadway Elementary Building.

e The state’s economy is showing limited signs of economic recovery. A weaker economy
adversely impacts the amount of new general fund money available to the District. Also
continued budget concerns at state level will affect future projections. The District will
continue to be forced to shift funding to property taxes.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors
and creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact Scott Larson, Business Manager, Denison Community
School District, 819 North 16t Street, Denison, Iowa, 51442.
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DENISON COMMUNITY SCHOOL DISTRICT

STATEMENT OF NET ASSETS
JUNE 30, 2008

Exhibit A

Governmental Business-type
Activities Activities Total
ASSETS
Cash and pooled investments:
ISCAP (Note 4) $ 903,302 0 903, 302
Other 4,895,046 100,224 4,995,270
Receivables:
Property tax:
Delinquent 41,356 0 41,356
Succeeding year 3,269,445 0 3,269,445
Income surtax 414,425 0 414,425
Accounts 5,817 17,988 23,805
Accrued interest:
ISCAP (Note 4) 342 0 342
Due from other governments 941,946 0 941,946
Inventories 13,467 13,434 26,901
Capital assets, net of accumulated
depreciation(Note 5) 16,739,940 230,083 16,970,023
TOTAL ASSETS 27,225,086 361,729 27,586,815
LIABILITIES
Accounts payable 918,734 3,578 922,312
Salaries and benefits payable 1,407,050 3,739 1,410,789
ISCAP warrants payable (Note 4) 896,000 0 896,000
ISCAP interest payable(Note 4) 263 0 263
ISCAP unamortized premium 15,366 0 15,366
Accrued interest payable 100,652 0 100,652
Deferred revenue:

Succeeding year property tax 3,269,445 0 3,269,445
Unearned revenue 0 6,051 6,051
Long-term liabilities(Note 6):

Portion due within one year:

General obligation bonds payable 175,000 0 175,000
Revenue bonds payable 490,000 0 490,000
Computer lease payable 38,290 0 38,290
Early retirement payable 49,686 0 49,686
Portion due after one year:
General obligation bonds payable 4,495,000 0 4,495,000
Revenue bonds payable 2,740,000 0 2,740,000
Computer lease payable 40,866 0 40,866
EBarly retirement payable 156,222 0 156,222
TOTAL LIABILITIES 14,792,574 13,368 14,805,942
NET ASSETS
Invested in capital assets, net of

related debt 8,760,784 230,083 8,990,867
Restricted for:

Special education services birth to three 1,703 0 1,703

Professional development 12,144 0 12,144

Market factor 3,911 0 3,911

Talented and gifted 9,221 0 9,221

Salary improvement program 16 0 i6

Market factor incentives 12,190 0 12,190

Physical plant and eguipment levy 93,613 0 93,613

Capital projects 1,013,719 0 1,013,719

Debt service 749,063 0 749,063

Other special revenue purposes 195,313 0 195,313
Unrestricted 1,580,835 118,278 1,699,113

TOTAL NET ASSETS S 12,432,512 348,361 12,780,873

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit B

DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2008

Program Revenues Net (Expense) Revenue
Operating Grants, Capital Grants, and Changes in Net Assets
Charges Contributions  Contributions Govern-  Business-
for and Restricted and Restricted mental Type
Expenses Services Interest Interest Activities Activities  Total

Functions/Prograns ’
Governmental activities:

Instruction:

Regular instruction $ 6,730,101 764,376 1,851,375 0 (4,114,350) 0 (4,114,350

Special instruction 2,035,544 309,484 113,449 0 (1,612,611) 0 (1,612,611

Other instruction 2,446,357 463,657 0 0 (1,982,700) 0 (1,982,700

11,212,002 1,537,517 1,964,824 0 {7,709, 661) 0 (7,709,661
Support services:

Student services 564,300 0 0 0 (564,300) 0 (564,300

Instructional staff services 858,215 0 0 0 (858,215) 0 (858,215

Administration services 1,453,364 0 0 0 {1,453,364) 0 (1,453,364

Operation and maintenance

of plant services 1,611,244 0 0 0 {1,611,244) 0 (1,611,244)
Transportation services 708,970 21,105 24,472 0 (663,393 0 {663,393)
5,196,093 21,105 24,472 0 {5,150,516) 0 (5,150,516

Other expenditures:

Facilities acquisitions 414,659 0 0 157,500 {257,159 0 (257,159

Long-term debt interest 345,183 0 0 0 (345,183) 0 (345,183

AER flowthrough 632,819 0 632,819 0 0 0 0

Depreciation (unallocated)* 425,819 0 0 0 (425,819) 0 {425,819

1,818,480 0 632,819 157,500 {1,028,161) 0 (1,028,161
Total governmental activities 18,226,575 1,558,622 2,622,115 157,500 (13,888,338) 0 (13,888,338
Business-Type activities:
Non-instructional programs:

Nutrition services 1,045,640 331,081 669,499 0 0 (45,060) {45, 060
Total $ 19,272,215 1,889,703 3,291,614 157,500 (13,888,338}  (45,060) (13,933,398)
General Revenues & Transfers:

Local tax for: $

General purposes 3,483,386 0 3,483,386
Debt service 346,744 0 346,744
Capital outlay 106,250 0 106,250

Local option sales and services tax 1,023,786 0 1,023,786

Unrestricted state grants 9,080,850 09,080,850

Unrestricted investment earnings 211,171 3,4m 274,654

Other 281,850 0 281,850

Transfers (29,572) 29,572 0
Total general revenues and transfers 14,564,471 33,049 14,597,520
Changes in net assets 676,133 (12,011 664,122
Net assets beginning of year 11,756,379 360,372 12,116,751
Net assets end of year § 12,432,512 348,361 12,780,873

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit C

DENISON COMMUNITY SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2008

Other
Nonmajor
Capital Debt Governmental
General Projects Service Funds Total
ASSETS
Cash and pooled investments

ISCAP(Note 4) $ 903,302 0 0 0 903, 302

Other 2,521,194 1,202,798 744,940 426,114 4,895,046
Receivables:

Property tax

Delinquent 34,904 0 4,123 2,329 41,356
Succeeding year 3,031,441 0 0 238,004 3,269,445

Income surtax 414,425 0 0 0 414,425

Accounts 3,652 0 0 2,165 5,817
Accrued interest:

ISCAP(Note 4) 342 0 0 0 342
Due from other governments 484,318 456,810 0 818 941,946
Inventories 13,467 0 0 0 13,467

TOTAL RSSETS $ 7,407,045 1,659,608 749,063 669,430 10,485,146
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable $ 256,752 645,889 0 16,093 018,734

Salaries and benefits payable 1,407,050 0 0 0 1,407,050

ISCAP warrants payable{Note 4) 896,000 0 0 0 896, 000

ISCAP interest payable(Note 4) 263 0 0 0 263

ISCAP unamortized premium 15,366 0 0 0 15,366

Deferred revenue:

Succeeding year property tax 3,031,441 0 0 238,004 3,269,445

Income surtax 414,425 0 0 0 414,425

Total liabilities 6,021,297 645,889 0 254,097 6,921,283
Fund balances:

Reserved for:

Construction 0 71,006 0 0 71,006
Special education services birth to three 1,703 0 0 0 1,703
Professional development 12,144 0 0 0 12,144
Market factor 3,911 0 0 0 3,911
Talented and gifted 9,221 0 0 0 9,221
Salary improvement program 16 0 0 0 16
Market factor incentives 12,190 0 0 0 12,190
Inventories 13,467 0 0 0 13,467
Unreserved:
Undesignated:
General 1,333,096 0 0 0 1,333,096
Management levy 0 0 0 126,407 126,407
Physical plant and equipment levy 0 0 0 93,613 93,613
Capital projects 0 942,713 0 0 942,713
Debt service 0 0 749,063 0 749,063
Other special revenue purposes 0 0 0 195,313 195,313
Total fund balances 1,385,748 1,013,719 749,063 415,333 3,563,863
TOTAL LIABILITIES AND FUND BALANCES S 7,407,045 1,659,608 749,063 669,430 10,485,146

SEE NOTES TO FINANCIAL STATEMENTS.
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DENISON COMMUNITY SCHOOL DISTRICT

Exhibit D

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS

JUNE 30,

Total fund balances of governmental funds(page 15)

Amounts reported for govermmental activities in the

2008

statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported as

assets in in the governmental funds.

Accounts receivable income surtax, are not yet available
to finance expenditures of the current fiscal period.

Accrued interest payable on long-term liabilities is
not due and payable in the current period and, therefore,
is not reported as a liability in the governmental funds.

Long-term liabilities, including general obligation bonds,
revenue bonds, computer lease and early retirement,

are not due and payable in the current period and, therefore,
are not reported as liabilities in the governmental funds.

Net assets of governmental activites(page 13)

SEE NOTES TO FINANCIAL STATEMENTS.
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3,563,863

16,739,940

414,425

(100,652)

{8,185,064)
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12,432,512




Exhibit E

DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2008

Other
Nonmajor -
Capital Debt Governmental
General Projects Service Funds Total
REVENUES :
Local sources:
Local tax § 3,383,246 0 346,744 206,390 3,936,380
Local option sales and service tax 0 1,023,786 0 0 1,023,786
Tuition 1,051,805 0 0 0 1,051,805
Other 429,999 110,808 26,420 500,117 1,067,344
Intermediate sources 9,591 0 0 0 9,591
State sources 10,693,767 0 282 153 10,694,202
Federal sources 999,172 150,000 0 0 1,149,172
Total revenues 16,567,580 1,284,5% 373,446 706,660 18,932,280
EXPENDITURES:
Current:
Instruction:
Regular instruction 6,720,642 0 0 0 6,720,642
Special instruction 2,049,794 0 0 0 2,049,794
Other instruction 1,978,219 0 0 501,950 2,480,169
10,748,655 0 0 501,950 11,250,605
Support services:
Student services 578,550 0 0 0 578,550
Instructional staff services 864,107 0 0 0 864,107
Administration services 1,478,639 0 0 4,502 1,483,141
Operation and maintenance of plant services 1,515,818 45,212 0 89,309 1,650,339
Transportation services 823,859 0 0 0 823,859
5,260,973 45,212 0 93,811 5,399,996
Other expenditures:
Facilities acquisitions 0 3,840,023 0 172,505 4,012,528
Long-term debt:
Principal 0 0 683,615 0 683,615
Interest and fiscal charges 0 0 350,465 0 350,465
AFA flowthrough 632,819 0 0 0 632,819
632,819 3,840,023 1,034,080 172,505 5,679,427
Total expenditures 16,642,447 3,885,235 1,034,080 768,266 22,330,028
Deficiency of revenues under
expenditures (74,867} (2,600,641) (660, 634) (61,606) (3,397,748)
Other financing sources(uses):
Transfer in 200 0 672,473 0 672,673
Transfer out (43,615) (628,858) 0 (200} (672,673)
Proceeds of computer lease 122,771 0 0 0 122,771
Sale of equipment 5,607 0 0 0 5,607
Sale of real property 0 0 0 11,558 11,558
Total other financing sources(uses) 84,963 (628, 858) 672,473 11,358 139,936
Net change in fund balances 10,096  (3,229,499) 11,839 {50,248) (3,257,812)
Fund balance beginning of year 1,375,652 4,243,218 737,224 465,581 6,821,675
Fund balance end of year $ 1,385,748 1,013,719 749,063 415,333 3,563,863

SEE NOTES TO FINANCIAL STATEMENTS.

17



FExhibit F

DENISON COMMUNITY SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES -~ GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
JUNE 30, 2008

Net change in fund balances - total governmental funds(page 17) s (3,257,812)

Amounts reported for governmental activities in the
statement of activities are different because:

Capital outlays to purchase or build capital assets are

reported in governmental funds as expenditures. However, those
costs are reported in the Statement of Net Assets and are
allocated over thelr estimated useful lives as depreciation
expense in the Statement of Activities. Capital outlay
expenditures exceed depreciation expense and loss on disposal
in the current year, as follows:

Expenditures for capital assets $ 4,067,754
Depreciation expense (623,113)
Loss on asset disposal (70,217) 3,374,424

Proceeds from issuing long-term liabilities provide current
financial resources to governmental funds, but issuing debt
increases long-term liabilities in the Statement of Net Assets.

Repaynent of long-term liabilities is an expenditure in the
governmental funds, but the zepayment reduces long-term liabilities
in the Statement of Net Assets. Current year repayments exceeded
current year issuances as follows:

Issued 5 (122,771)
Repaid 683,615 560,844

Interest on long-term debt in the Statement of Activities differs

from the amount reported in the governmental funds because

interest is recorded as an expenditure in the funds when due.

In the Statement of Activities, interest expense is recognized

as the interest accrues, regardless of when it is due, 5,282

Some expenses reported in the Statement of Activities do not
require the use of current financial resources and, therefore,
are not reported as expenditures in the governmental funds.

Early Retirement {6,605)

Changes in net assets of governmental activities(page 14) $ 676,133

SEE NOTES TO FINANCIAL STATEMENTS.
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DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
JUNE 30, 2008

ASSETS
Cash and pooled investments
Receivables:
Accounts
Inventories
Capital assets, net of accumulated
depreciation(note 5)
TOTAL ASSETS

LIABILITIES
Accounts payable
Salaries and benefits payable
Unearned revenue

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets

Unrestricted
TOTAL NET ASSETS

SEE NOTES TO FINANCIAL STATEMENTS.
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School
Nutrition

100,224

17,988
13,434

230,083

361,729

3,578
3,739
6,051

13,368

230,083
118,278

348,361

Exhibit G



Exhibit H

DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2008

School
Nutrition
OPERATING REVENUE:
Local sources:
Charges for services S 331,081
OPERATING EXPENSES:
Non-instructional programs:
Salaries 329,453
Benefits 48,439
Services 12,491
Supplies 625,573
Depreciation 27,654
TOTAL OPERATING EXPENSES 1,043,610
OPERATING LOSS (712,529)
NON-OPERATING REVENUES:
Interest 3,477
State sources 11,968
Federal sources 657,531
TOTAL NON-OPERATING REVENUES 672,976
Net loss before other
financing sources (uses): (39,553)
OTHER FINANCING SOURCES (USES):
Capital contribution 29,572
Loss on asset disposal (2,030)
TOTAL OTHER FINANCING SOURCES (USES) 27,542
Change in net assets (12,011)
Net assets beginning of year 360,372
Net assets end of year S 348,361

SEE NOTES TO FINANCIAL STATEMENTS.
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DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2008

Cash flows from operating activities:
Cash received from sale of lunches and breakfasts
Cash received from miscellaneous operating activities
Cash payments to employees for services
Cash payments to suppliers for goods or services
Net cash used in operating activities

Cash flows from non-capital financing activities:
State grants received
Federal grants received
Net cash provided by non-capital financing
activities

Cash flows from capital and related financing
activities:
Acquisition of capital assets

Cash flows from investing activities:
Interest on investments

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of operating loss to net cash
used in operating activities:
Operating loss
Adjustments to reconcile operating loss to
net cash used in operating activities:
Commodities consumed
Depreciation
Increase in inventories
Increase in accounts receivable
Decrease in accounts payable
Decrease in salaries and benefits payable
Increase in unearned revenue
Net cash used in operating activities

RECONCILIATION OF CASH AND CASH EQUIVALENTS AT YEAR
END TO SPECIFIC ASSETS INCLUDED ON COMBINED BALANCE
SHEET :

Current assets:
Cash and pooled investments

NON-CASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:

During the year ended June 30, 2008, the District received
Federal commodities valued at $49,585.

Exhibit T

School
Nutrition

240,297

87,304
(385,064)
(593,239)

(650,702)

11,968
607,946

619,914

(46,292)

3,477

(73,603)

173,827

100,224

(712,529)

49,585
27,654
(2,986
(6,341
(1,774
(7,172

2,861

)
)
)
)

(650, 702)

100,224

During the year ended June 30, 2008, the Nutrition Fund received

contributed capital from the Capital Projects Fund of $29,572.

SEE NOTES TO FINANCIAL STATEMENTS.
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DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

JUNE 30,

ASSETS
Cash and pooled investments
Accounts receivable
TOTAL ASSETS

LTABILITIES
Accounts payable
Due to other groups
TOTAL LIABILITIES

NET ASSETS
Reserved for scholarships

Unreserved
TOTAL NET ASSETS

SEE NOTES TO FINANCIAL STATEMENTS.
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2008

Private Purpose

Exhibit J

Trust
Scholarship Agency
$ 31,898 22,561
336 194
32,234 22,755
0 591
0 22,164
0 22,755
21,414 0
10,820 0
$ 32,234 0




Exhibit K

DENISON COMMUNITY SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCI